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CONFIDENTIAL FRANKFURT 9028 

E.O. 11652: GDS 
TAGS: EFIN, EEWT, SU 

SUBJECT: FRANKFURT BANKERS REFUTE RUMORS SOVIETS ISSUING CONVERTIBLE 
NOTES BACKED BY GOLD 

1 . FOLLOWING UP ON RUMORS IN GERMANY THAT THE SOVIETS ARE OR 

ARE PLANNING TO ISSUE NOTES BACKED BY GOLD, THE CONSULATE GENERAL 
HELD CONVERSATIONS WITH SEVERAL FRANKFURT BANKERS ACTIVE IN THE 
EASTERN EUROPEAN MARKET. THESE CONTACTS FAILED TO CONFIRM EITHER (A) 
THAT THE SOVIETS ARE DESPERATE FOR WESTERN CREDITS, OR (B) THAT THE 
MOSCOW NARODNY BANK OR ANY OTHER SOVIET BANK IS ISSUING NOTES 
BACKED BY GOLD. 

2. A DRESDNER BANK SOURCE DENIED KNOWLEDGE OF ANY SUCH PLANS BY 
THE SOVIETS OR INVOLVEMENT BY HIS BANK IN OWRKING ON ANY SUCH NOTE 
ISSUANCE. HE FURTHER STATED THAT ACTION BY THE SOVIETS TO COLLATER- 
ALIZE GOLD WOULD BE A STRONG DEPARTURE FROM LONG-STANDING POLICY. 

3. A DEUTSCHE BANK SOURCE SIMILARLY DENIED KNOWLEDGE OF SUCH 
A PLAN BY THE SOVIETS. HE FURTHER STATE THAT ANY MOVE 

TO COLLATERALIZE GOLD WOULD RAISE LEGAL PROBLEMS AND 
JEOPARDIZE EXISTING LOANS AGREEMENTS WITH THE SOVIETS 
CONTAIN A CLAUSE THAT SUBSEQUENT LOAN AGREEMENTS WILL 
NOT CONTAIN CLAUSES OFFERING MORE SECURE COLLATERAL 
(E.E., GOLD) THAN THE SUBJECT LOAN AGREEMENT. ACCORDING 
TO THIS DEUTSCHE BANK SOURCE, ISSUANCE OF CONVERTIBLE 
GOLD NOTES BY THE SOVIETS COULD RESULT IN NULLIFICATION 
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OF EXISTING LOAN AGREEMENTS, AND COULD TRIGGER A CALL 
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FOR IMMEDIATE PAYMENT. 

4. A CHICAGO NATIONAL BANK SOURCE HAS HEARD NO REPORTS 
OF SOVIET PLANS TO ISSUE CONVERTIBLE NOTES BACKED BY 
GOLD. HE CONFIRMED THE GERMAN BANKERS' VIEWS THAT A) 

THE SOVIETS ARE NOT DESPERATE FOR WESTERN CREDITS: (B) 

THE SOVIETS WOULD NOT BE WILLING TO DISCLOSE THEIR GOLD 
RESERVE POSITION THAT SUCH ISSUANCE WOULD INVOLVE; AND 
(C) HE SSES NO INDICATION OF A DEPARTURE FROM THE SOVIET 
POSITION OF NOT COLLATERALIZING GOLD OR OTHER COMMODITIES. 
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